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Weckly Intelligenco Summary No. 29

SECTION I. SUMMARY OF TRENDS AND DEVELOPMINTS

Agreement botwoen Bizonia and the Low Countries mey be blocked by
Belilan insistonce upon traffic allocation. Bélgium fears that without
such agreement, Antworp may be reduced to a csecoomdery role in Hhi:
traffiec. (Jtam Wo. 1) . .

Contimied deterioration may bring the Govorrment-owmned Mexicen . raile
roads to the point where they can no longer satisfy oven the minimum
roquirements of the Mexican economy. . Effactive action, at tho earliest,
will probably not be taken until the present tense politicel situation

sases. ' (Item No. 2)

Argontina may tear up a large proporticn of existing railway lines
in a desperateo attempt to reduoco costs and balance the railroad budget.
Although the re~equipping and moderrization of her raoil system is
hampered by a'Hollar shortage" and strong anti-US feeling in some high

- places, Argentina’s problem will probably be solved, in time, by a

general US-Argentine economic agrecment. (Item No. 8)

The danger of Soviet control of Iran's airline, at one time a strong
poseibility, now appears to be greatly reduced. It had beon feared that
Iranian Airways (Iranair) Kad passed to indirect Soviet control through
the acquisition by Iranian agents for the USSR of large blocks of stook.
According to the latest information, howover, these agents, while holding
some stock, have not seoured a controlling interest. A further favorabls
occurrence is the final settlement of financial differences botween
Iraneir and Transcontinental and Western Air (TWA) which formerly operated
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the eirline undor contract. A third factor favoring commercial eviation -
in Iran is the newly organized Britich<Iranian Bagle Adrline vhich now
operetes over certain domestic routes. Finally, there is now prospsct

of c¢onclusion of the protracted US-Iran nogotiations for an sir agres~
men%. Such an agreement would po far in gtabilizing Iran®s civil avie~
tion policy becauso it would set a precedent for similar agreements with
the UK, France, the Hetherlands and Sweden whese eirlines now {1y into
Iran on provisional permits. (Item No. 4)

The Polish airline (LOT)} las grounded five "Languedoc®™ transports
purchased from France in 1947 since the sircraft proved uneconomical
and otherwise unsatisfactory. It is doubtful whether LOT cen roalize
its plans for oxtonded operations unless the USSR is willing %o supply
Polich eircraf't requirementd. (Item To. 5)
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SECTION IT.  COURRERT DEVELOPMENTS

SURFACE TRANSPORTATION

/

. - 50X1
1. Tho insistenco of Bslgium upon ellocetion of traffic between Dutch T
end Bolglon ports may blook the conclusion of an agreement by these
countries with Bironia. Reduction of imports inte Western Germany
through Bremen -end Hamburg and the consequent restoration of Rotterdan
and Antworp to their nomal roles in Fhine traffic have been the joint
ohjective of Bolgium and Holland for meny months. Irritation botween
Belgium and the Nethorlends over the issue of allocntions, howaver, now
poses a sorious threat to tho entire Bemslux progrem.

‘Tho Belgian contention that Antwerp would get only a minor portion
of the traffic, if no arbitrary allocations ere imposed, reflects feer
that Rotterdam, because of its more favorable location, would in the
long run win out in any rates war or battle of subsidies for futuro
btuginess. The Belgian apprehension has been further accentuated by a
rapid decline in Bigzone military traffic through Antwerp. :

Paradoxicsally, tho bargaining poaitions of both the Belgian and
Notherlands Qovernments vis-e~viag Bizonisa, have beem considerably wealcansd
by the alloocation of ECA dollar funds to Pizonia which can bs used for do=
fraying the cost of shipments through the low country ports. With this
hard currenoy, the Bizonal. export-import agenoy {JEIA) is now in a posi-
tion to malke contraots direcetly with barge oporators of the low sountries.
it thereforo seems probable that inoreased use of tho low country porte
will materislize without any egresmont on the Govornmental-Bizonsl lewvel,
end thdt the Dutoh port of Rotterdem will handle tho bulk of this traffic
as it did in the prevar period, : :

A

e Contimued detorioration may bring the Government-cwned Mexicen reile  CY
roads to tho point whers they cen no lomger satisfy cvem the minimum
roguirements of the Mexican econcmy. %The bleak future of the system is
due to political strangulation, poor managemeut practices and goneral
inefficiency which have resulted in oxcessive mumbers of arployess, old

and decrepit equipment, as woll as substandard maintensnce and repsir
facilities.

Strong rosentment has developed among leadors of Hexican industry
because of the absence of a healthy rallway system cepable of supporting
the cconomic and industrial growth of ¢he nation:. These groups havo
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atrongly insieted that President Alomsn immodiately roorganize and o=
vitalize tho railroads by cutting tho admindntrative and labor staifs.
Alemen may aotually effect some strecmlining at high adninistrative
levols in order to retura the physical manogement of the systas to mon
of roilrond exporienco. It i5 unlikely, howover, that he will take any
aotion against the strongly entronched reilroad woriors "sindicato” in
tho form of large~sosle releasos of personnel from the paddsd railwey -
pay rolls. Effective action, at the earliest, will probably not bo
taken until the present tense political situation cases.

50X1

Sinco -tho Apgentine Government purchased the British-ownoed rail
systom, it has ﬁ 1 ed with mounting costs and deterioration of
a%uiﬁment. remii@ in %manoig dei‘ici%s and c%aofio oﬁera@ condl

ong. 30 oriticel has the situstion become that Miranda, Prosident of

Peron's Rational Economic Council, recently announced plens to toar up
40 percent of the existing lines in a desporate attempt to reduce costs
and balanoce the mtional railway budget.

Rehabilitation of Argentine railroads is boing hindered by anti~US
feoling in high olroles, which has been aggravated by the dollar tight-
ness. Although an Argentins Commission has requested bids on a con-
siderable quantity of rolling stook from US firms; Miranda is threaten-
ing to reject dollar bids regardless of their merits, and has indicated
& desire to place the ordeors with European firms if delivery cem be
guarantoed. Anti-American sentinent may oven bo carried to the extent
of favoring Satollite suppliers, according to recent official hints that
Argentina intends to orient its industrial re~-oquipment contracts
towards the Russian sphere. :

While strong forces are opposing Miranda's "dollar war™ and his
dismentling plans, and a general US-Argentine economic agrecment is
probably ohly @ question of time, no immodiate reliof is in sight for
tho Argentine railwey system.
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CIVIL AVIATION

The dangor of Soviet control of Iran's eirlins, at onc time a
gtrong possﬂgiﬁﬁ, O APPOArs to Do greatly reduced. It had been
foared that Iranien Airways (Iraneir) had passed to indirect Soviet
gentrol through the acquisition by Iranian agenta for the USSR of large
blocks of stock {S8ee Waekly Summary No. 18, 29 June). Ascording to the
lateat information, however, these agonts, while holding some stock,
have not secured o controlling intorest. Furthermore, the Director of
Civil Aviation has now stated that he would exeroise his authority to
cancol Iranair'e frenchise if the situation warranted such extremo
eotion, A& further favorsble oocurrence is the final sottlement of
financial differcnoes between Iranair and Irepnoontinental and ?gﬁtgm
Air (T9A) which formerly operated tho airline under contract. (7TWA hag
accoptod a liboral gettlemont of its olaim in order to gain complets
roleaso from all gounter-claimg and gsontroversies.) The settlement
should aid to some extent the rocovery of Iranalr as an operating air
service although tho airline continues to fase extrems difficulties in
maintenance and overhmul. A third faotor favoring commereial aviation
in Iran is the newly organizod British-Iranian Ecgle Airline which. now
operates over certain domestic routes. Finally, thers is mow prospect
of conolusion of the protracted US-Iran negotiatioms for an air agroe~
ment. Such an agreement would go far in gtabilizing Irante civil
aviation poliocy bevanse it would set a precedent for gimilsr agreemento
with the UK, Prance, the Hotherlands and Swoden whose airlinds new fly
into Iran on provisional pormits, Iram, is tho past, hae consistently
rofused to conslude an air agresment with any sountry btut now professes
satisfaction with the standard US draft which has long been & matter of
controversy,

The Polish national airline ng! has_grounded five "Languedoc” - |
trensports ch wera purchaged France during 1947. had bosn

using the "Languedsc” on the Warsew-Paris run, but, finding the per-
formance of these aireraft uneconcmical and othorwise unsatisiactory,
hag gubstituted DC-S'c, The Director and Vico-Dirdotor of LOT, both

held responsiblo for the purchase of the grounded transports, have beem

imprisoned for "edonomic sabotage.®

Since tho domestic Polish aireraft industry i incapable of pro=
dueing modern civil trameports and the Wostern povers ere increasingly
reluotant to eupply aireraft to Satellite countrios, it is doubtful
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whother LOT can suceeed in expanding its present oporations unless
the USSR is willing to satisfy Polish requirecments. To date, howaver,

| the USSR has evidenoced little interest in building up the oivil air
o fleots of its dependent Satellites, .
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